The weekend effect, as documented in earlier finance literatures, refers to the tendency in which stock returns are lower on Mondays relative to the other days of the week. This paper confirms and extends the results illustrated in these earlier literatures by showing that the weekend effect exists in the early years and it is beginning to diminish in the recent years. This paper also finds out that the weekend effect is related to the industries in which the firms belong to. In addition, this paper demonstrates that the weekend effect as defined in earlier literatures is in fact a Monday effect rather than a weekend effect.
Introduction
Are security returns predictable or not? Are security prices reflecting all available information or not? These are common questions being investigated in market efficiency literatures. The efficient market hypothesis states that security prices reflect certain type of information, and the particular type of information depends on the form of the efficient market hypothesis. In particular, the weak-form efficient market hypothesis states that past information is reflected in the security prices, the semi-strong-form efficient market hypothesis says that security prices reflect all publicly available information, and the strong-form efficient market hypothesis asserts that all public and private information is reflected in security prices. The implication is that security prices cannot be predicted from the relevant information as indicated above if the market is efficient.
The early finance literatures focus on whether security returns are predictable from past information, such as past returns. If the market is efficient, then security returns should not be predictable from past information; that is, the security prices should follow a random walk. Nevertheless, some of the early literatures suggest that security returns are predictable from past returns. Fama (1965) investigates whether the security returns of the 30 stocks in the Dow Jones Industrial Average Index are predictable or not from past returns, and the results demonstrate the existence of positive autocorrelation for daily returns of the stocks. In addition to daily returns, there is also evidence suggesting that security returns are predictable for weekly and monthly returns. Lo and MacKinlay (1988) observe positive autocorrelation in weekly returns of New York Stock Exchange (NYSE) stocks, and Fisher (1966) finds evidence of autocorrelation in monthly returns of diversified portfolios. All these literatures suggest that security prices are predictable from past security returns, and the implication is that the efficient market hypothesis may not hold. Nevertheless, some literatures do not agree with the above by stating that either the power of the tests is low or the autocorrelation is not significant in magnitude.
confirm that the same results apply to stocks in emerging markets and developed markets outside of North America. The above empirical evidence suggests that securities returns can be explained by past returns and volatilities, and it seems like that the market is not as efficient as it may seem.
In addition to the time-series predictability as discussed above, there is also evidence suggesting the existence of cross-sectional predictability. Basu (1977) shows that expected returns can be explained by earnings-to-price ratios. In particular, securities with high earnings-to-price ratios are expected to have higher returns. Banz (1981) finds that the size or market capitalization of a firm has an impact on security returns. It is suggested that smaller firms tend to have higher expected returns. Fama and French (1992) claim that beta in the capital asset pricing model (CAPM) does not have explanatory power; instead, two other factors -size and book-to-market ratioare sufficient to explain security returns.
Finally, a number of literatures suggest that there are seasonal effects in security returns. French (1980) examines whether the abnormal returns of individual securities are correlated with the days of the week. Using daily returns of the Standard and Poor (S&P) composite portfolio, French shows that the average returns tend to be lower on Monday, while the returns on the other days of the week do not show any specific patterns. The lower returns observed on Mondays are referred to as the weekend effect. Instead of lower Monday returns, Chan et al. (2005) find higher Monday returns for real estate investment trusts (REITs) with higher institutional holdings. In addition to the weekend effect, Keim (1983) investigates the relationship between abnormal monthly returns and the market value of NYSE and American Stock Exchange (AMEX) common stocks. The individual securities are grouped into ten deciles based on their market values. Keim confirms the empirical results in Banz"s literature that small-size firms tend to have higher expected returns than large-size firms. Keim further shows that the size effect tends to be related to another effect-the January effect. That is, the high abnormal returns of the small-size firms are concentrated on the first few days of January. All of the above results show that there is predictability in the security prices. Since the above empirical results are not consistent with the efficient market and CAPM, these are referred to as anomalies. However, whether these imply an inefficient market or not remains a question, as the above anomalies can be caused by problems such as incorrect models being used, data snooping, and so on.
Among the anomalies discussed above, this paper is going to investigate the weekend effect further. The weekend effect serves as potential evidence suggesting a violation of the efficient market hypothesis, as returns are predictable from the days of the week. However, what"s more interesting and puzzling for the weekend effect is that it is not consistent with the traditional theory. The traditional finance theory states that returns should be higher when risk is higher. Thus, according to the traditional theory, the Monday returns should be higher than the returns on any other days of the week. The reason is that the Monday returns are calculated based on the period from the closing time on Friday to the closing time on Monday. As a result, the Monday returns span over a three-day period. The longer the time period is, the higher the uncertainty involved, which is equivalent to a higher level of risk. However, the weekend effect seems to contradict with the traditional theory because the weekend effect states that the Monday returns are lower rather than higher as implied by the risk level.
There are many literatures investigating on the existing anomalies. Among those, Schwert (2003) shows that the weekend effect exists until 1977, and it seems to have disappeared for the sample period from 1978 to 2002. The purposes of this paper are three-folded. First, this paper confirms and extends Schwert"s results by using data from 1928 to 2010. Second, this paper investigates whether the weekend effect is related to the industry that the firms belong to by using the Standard Industrial Classification (SIC) code. Third, French (1980) and Schwert (2003) calculate Monday returns based on the closing price on Fridays and the closing price on Mondays. This paper extends the analysis on the weekend effect by separating the Monday returns as defined above into two parts: the weekend returns and the Monday returns. The weekend returns are defined as the returns based on the closing price on Fridays and the opening price on Mondays, while the Monday returns are referred to as the returns based on the opening price on Mondays and the closing price on Mondays. As a result, this paper looks at whether the weekend effect is actually a weekend effect or a Monday effect. This paper is organized as follows: Section 2 presents the data being used in this paper. Section 3 shows the empirical results obtained by confirming and extending Schwert"s paper. Section 4 discusses the methodology used to obtain the main empirical results of this paper, such as whether the weekend effect depends on the industry or not, as well as whether the weekend effect is in fact a weekend effect or a Monday effect. Section 5 analyzes these main empirical results, and section 6 concludes this paper.
Data
Daily returns of the NYSE/AMEX/NASDAQ portfolio for the period from January 2, 1928 to December 31, Note. This table presents regression results in Schwert"s (2003) paper: Rt=α0+αWWeekendt+εt. In addition, this table shows the results by confirming and extending Schwert"s paper through the use of daily returns of the NYSE/AMEX/NASDAQ portfolio from January 2, 1928 to December 31, 2010. These results are obtained by using value-weighted data and equal-weighted data. T-statistic with an * refers to those with 95% significance.
Using daily returns of the NYSE/AMEX/NASDAQ portfolio from January 2, 1928 to December 31, 2010, this paper attempts to confirm Schwert"s results up to year 2002, as well as to extend the results to determine whether or not the weekend effect exists during the period from January 1, 2003 to December 31, 2010. Table 1 shows that, based on the entire sample period from 1928 to 2010, the weekend effect exists and is statistically significant. For further analysis, the data are broken down into four different sub-periods: i). 1928-1952; ii). 1953-1977; iii). 1978-2002; and iv). 2003-2010 . Table 1 shows similar results as those of Schwert and suggests that the weekend effect is significant for the period up to 1977. The results also suggest that the weekend effect is statistically significant for the period between 1978 and 2002, which is inconsistent with the conclusion of Schwert. Nevertheless, it is clear that the trend is consistent with that of Schwert. That is, the value of the coefficient α W is getting closer to 0 in recent years, and the results are getting less statistically significant as well. In particular, the weekend effect is not statistically significant anymore in the period between 2003 and 2010. Table 1 also shows that the results are similar regardless of whether the value-weighted or equal-weighted market portfolio is being used. Nevertheless, when the results are obtained by using equal-weighted market portfolio, the weekend effect is more significant. One of the potential explanations is that the weekend effect is www.ccsenet.org/ijef
International Journal of Economics and Finance Vol. 7, No. 9; 2015 concentrated in small-size firms. When the market portfolio is equal-weighted, the small-size firms have the same impact as the large-size firms. On the other hand, when the market portfolio is value-weighted, the impact of the small-size firms is lower than that of the large-size firms. If the weekend effect is mostly the result of the small-size firms, then equal-weighted results would show a more significant weekend effect. Overall, the results in Table 1 confirm the conclusion of French and Schwert in the sense that the weekend effect www.ccsenet.org/ijef
International Journal of Economics and Finance Vol. 7, No. 9; 2015 exists. That is, the returns on Mondays are lower than the returns on any other days of the week. However, the results also show that the weekend effect is the most significant in the early and mid-1900"s only. The weekend effect seems to be diminishing in the late 1900"s, and it is not significant anymore in the early 2000"s.
Methodology for Main Empirical Results
As discussed above, the weekend effect mostly exists in early periods only, and it begins to diminish in recent years. This paper is going to extend the analysis of the weekend effect beyond those of French and Schwert in two ways. First, this paper is going to determine whether or not the weekend effect is related to the industry in which a firm is in. Second, French and Schwert define the Monday returns based on the closing price on Fridays and the closing price on Mondays, and such results do not explain whether the effect is a real weekend effect or just a pure Monday effect. That is, the anomaly can be caused by a lower return during the period between the closing of the market on Friday and the opening of the market on Monday (a weekend effect), or it can be generated by a lower return from the opening of the market on Monday to the closing of the market on Monday (a Monday effect).
To determine whether there is a relationship between the weekend effect and the industry in which a firm belongs to, daily return data of all individual stocks in the Daily Stock file of CRSP for the period between January 1, 1928 and December 31, 2010 are used. Similar to Table 1 , the sample period is broken down into four different sub-periods: i). 1928-1952; ii). 1953-1977; iii). 1978-2002; and iv). 2003-2010 . The individual securities are grouped by the industries in which they belong to, and such a classification is done by using the two-digit SIC codes. The two-digit SIC codes are listed in Table 2 . After the individual securities are grouped into different industry groups, regression (1) is run for each security based on the daily returns. The average values of the coefficients and test statistics for each sub-period are calculated to determine whether the weekend effect exists in all industries or not.
The same data set will be used to determine whether the weekend effect as defined in French and Schwert is actually a weekend effect or a Monday effect. To do so, the weekend returns and the Monday returns are calculated for each individual stock in the Daily Stock file of CRSP. The weekend return is defined as the return based on the closing price on Fridays and the opening price on Mondays. The Monday return is calculated based on the opening price on Mondays and the closing price on Mondays. 
Analysis of Main Empirical Results
Daily returns of the market portfolio are used in section 3 of this paper. Instead of using the market portfolio, daily returns of individual stocks are used in this section. Table 3 shows the results of regression (1) when individual security data are used. The average coefficients and test statistics of the regression of individual stocks are presented for each of the four sub-periods. As the results in Table 3 illustrate, the weekend effect clearly exists in early periods. Nevertheless, the results in Table 3 are different from those in Table 1 in the sense that the weekend effect is still statistically significant in the recent years, from 2003 to 2010. As a result, the existence of the weekend effect seems to depend whether data on market portfolio or individual securities are being used. However, the trend presented in Table 3 is quite similar to that of Table 1 . Even though the weekend effect is still present in recent periods, it is getting less significant. The value of the coefficient α W is closer to 0 in the 2003-2010 time period relative to the earlier periods. Thus, it can be concluded that the weekend effect is more apparent when daily returns of individual stocks rather than those of the market portfolio are used; however, the trend that the weekend effect is getting less significant in time is consistent regardless of the data being used.
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International Journal of Economics and Finance Vol. 7, No. 9; 2015 Note. This table presents the average Monday returns as defined in French (1980) and Schwert (2003) , as well as the weekend returns and the Monday returns as defined in this paper, for individual securities from the Daily Stock file of CRSP. The average trading volume is also presented in this table.
Using the same set of data and methodology, the weekend effect is being analyzed further in this paper by first grouping the individual securities based on the industries they belong to. Table 4 shows the regression results for each sub-period grouped by the SIC codes. Consistent with the results in Table 3 , the weekend effect is statistically significant in the early periods for almost all of the industries. Nevertheless, the results are different in the recent years. The weekend effect is only statistically significant for fewer than half of the industries from 2003 to 2010. On the other hand, the coefficient α W is positive for some of the industries for the recent period, and five of those are statistically significant. This suggests that the security returns are actually higher on Monday for those five industries. Table 4 also shows that there are a few industries that do not experience a weekend effect for most or all of the sample periods. Industries with SIC code 41 (Local and Interurban Passenger Transit) and 57 (Furniture and Home Furnishings Stores) do not experience any weekend effect throughout the entire sample period, while there does not seem to be a weekend effect for industries with SIC code 1 (Agricultural Production-Crops), 15 (General Building Contractors), 46 (Pipelines, except Natural Gas), and 99 (Nonclassifiable Establishments) for most of the sample period. All of the above provide evidence suggesting a relationship between the weekend effect and the industry in which a firm is in.
The final analysis of this paper is to determine whether the weekend effect as defined in French and Schwert is actually a weekend effect or a Monday effect as defined earlier in this paper. The weekend returns and the Monday returns are calculated for each individual security in the Daily Stock file of CRSP from January 2, 1928 to December 31, 2010. Based on the definition of French and Schwert, the Monday returns are negative in the early periods as illustrated in Table 5 . The returns are also negative for Tuesdays but the magnitude is less negative than that of Mondays. Thus, in addition to the weekend effect, there seems to be a Tuesday effect as well in the early periods. However, further research needs to be done in order to confirm the Tuesday effect, as the effect could be the result of holidays on Mondays or nonsynchronous trading. Nevertheless, consistent with previous results, the negative returns on Mondays and Tuesdays disappear recently. Table 5 also shows whether the weekend effect as defined in French and Schwert is actually a weekend effect or a Monday effect as defined earlier in this paper. As illustrated in Table 5 , the weekend returns based on the Friday closing prices and Monday opening prices are positive for all sub-periods. On the other hand, the Monday returns based on the Monday opening prices and Monday closing prices are negative for all sub-periods, even for the most recent years. This result suggests that it is very important to separate the weekend returns from the Monday returns. It is not the weekend returns that are resulting in the so-called weekend effect; rather, it is the Monday returns that are causing the anomaly. As a result, it is in fact a Monday effect rather than a weekend effect. This finding is actually consistent with the traditional theory, that is, the weekend returns should be higher www.ccsenet.org/ijef
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Finally, it is interesting to investigate whether the anomaly is due to abnormal levels of trading volume on a particular day of the week. The average trading volume, defined as the average number of shares being traded in one day, is presented for all days of the week in Table 5 , and the results demonstrate that the trading volume remains quite consistent throughout all days of the week. As a result, there does not seem to be any evidence that the trading volume is a cause of the anomaly.
Conclusion
Market efficiency literatures focus on whether stock prices are predictable or not. Many literatures are arguing against the efficient market through different forms of anomalies. Among those, French (1980) finds out that the security returns on Mondays are lower than those on any other days of the week, and this anomaly is referred to as the weekend effect. This is a puzzling effect because if the market is efficient, then security returns should follow the random walk, and so returns should not be predictable. In addition, the weekend returns should be higher than any other days of the week because more days are spanned over the weekend. This longer time period should mean a higher level of uncertainty, and so a higher return should be expected, as opposed to the lower returns being observed on Mondays. Although Schwert (2003) confirms the existence of the weekend effect in the early periods, he finds out that the weekend effect is beginning to diminish in the recent years.
This paper first confirms and extends the results of Schwert by using data from 1928 to 2010. In addition, by using daily returns of individual securities rather than those of market portfolios, further analysis is being done on the weekend effect. This paper demonstrates that the existence of the weekend effect depends on the industries in which the firms belong to. The weekend effect does exist for most industries, especially for the early periods. However, there are some industries that do not exhibit the weekend effect for all or most of the sample periods. In addition, there are some industries that show a totally opposite result from the weekend effect. That is, the results are higher on Mondays for the firms in those industries. Thus, further research should be done to investigate such an industry effect further.
Finally, this paper shows that the weekend effect is in fact a Monday effect. The weekend returns are positive, and it is the Monday returns that are causing the so-called weekend effect. Such a finding is important because this is more consistent with the traditional theory. Since a longer period is spanned over the weekend, a higher return should be expected with the higher level of uncertainty, and this is being confirmed by the empirical results of this paper. More importantly, this paper demonstrates that the Monday effect is still present even in the recent years. This is a very different result from the one demonstrated by Schwert. As a result, it may not be the case that the weekend effect is diminishing in the recent years. Rather, such findings may just be the result of an incorrectly defined weekend effect. If the weekend effect is defined differently as in this paper, it is clear that this anomaly still exists.
